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Independent Auditors' Report

To the members of the
Newtield Township Board of Trustees

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of Newfield Township, Michigan, as of
and for the year ended March 31, 2007, which collectively comprise the Township's basic
financial statements as listed in the table of contents These financial statements are the
responsibility of Newfield Township, Michigan's management Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation We believe that our audit provides a reasonable basis for our opinion

In our opinion, the financial statements listed in the table of contents present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund and the
aggregate remaining fund information of Newfield Township, Michigan as of March 31, 2007,
and the results of the operations of such activities for the period then ended, in conformity with
accounting principles generally accepted in the United States of America

The Management's Discussion and Analysis and budgetary comparison schedule (identified in the
table of contents) are not a required part of the basic financial statements but are supplemental
information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplemental information However,
we did not audit the information and express no opinion on it

Foiuen. /{Z-Q;q/ Frrc

August 24, 2007



Newfield Township, Michigan
Management’s Discussion and Analysis
March 31, 2007

Using this Annual Report

This annual report consists of a series of financial statements. The Governmental Wide
Statement of Net Assets and the Government Wide Statement of Activities provide information
about the activities of the Township as a whole and present a longer-tetm view of the
Township's finances. Fund financial statements tell how these services were financed in the short-
term, as well as what remains for future spending Fund financial statements also report the
Township's operations in more detail than the government-wide financial statements.

The Township as a Whole

The Township's combined net assets increased 31.78% from a year ago, increasing from
$273,369 to $360,260, This was the result of Township building reserves for future Road
Improvements projects. In a condensed format, the table below shows key financial information:

' March 31, March 31,
Governmental Activities 2007 2006

Current assets $ 256,389 § 188,662
Noncurrent assets 107,544 113,186
Total Assets $ 363,933 § 301,848
Long-term debt outstanding 3 3673 % 8,055
Other habilities - 20,424

Total Liabilities 3 3,673 § 28479

N ot oosnte
INCL d5sCLs

Invested in capital assets - net of debt § 103,871 § 105,131
Restricted 5,968 5,968
Unrestricted 250,421 162,270
Total Net Assets $ 360,260 § 273,369




Unrestricted net assets - the part of net assets that can be used to finance day to day operations,
was $250,421 at March 31, 2007 compared to $162,270 at March 31, 2006

March 31,  Maich 31,

Governmental Activities 2007 2006
Program Revenues
Charges for services § 13,768 § 12,686
General Revenues
Property taxes 119,335 1 13,074
State shared revenues 129,996 130,004
Investment earnings 2,303 864
Miscellaneous 14,421 40,801
Total Revenues | 279,823 297,489
Program Expenses
General government 97,199 91,722
Public safety 62,434 191,648
Public works 22,890 12,427
Recreation and culture 4,419 7,551
Unallocated depreciation 5,642 5,042
Debt Service Interest 348 -
Total Expenses 192,932 308,990
Change in Net Assets $ 86,891 § (11,501)

The Township's total net assets continue to remain healthy. The total revenues of $279,823
decreased by 6% from the prior year and expenses of $192,932 decreased by 37.5% from the
prior year, primarily as a result of the completion of a road improvement project. As a result, net
assets increased by $86,891

.....

The Township's total governmental revenues decreased by $17,666 1n fiscal year 2007 The
following revenues decreased: State shared revenue, which dropped $68 or 05% and
Miscellaneous revenues dropped $26,380 or 65%, because the Township received $31,296 last
year as a reimbursement from the County Road Commission for share of Maple Island project.
Some of these decreases were offset by increases in property taxes

Expenses decreased by about $116,058 from the prior year.
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Business-Type Activities

The Township had no business-type activities.

The Township's Fund

Our analysis of the Township's major fund follows the entity wide financial statements  The fund
financial statements provide detail information about the most significant funds, not the
Township as a whole The Township Board creates funds to help manage money for specific
purposes as well as to show accountability for certain activities The Township's major fund for
March 31, 2007 was the General Fund.

The General Fund pays for most of the Township's governmental services More than 40% of
the General Fund expenditures are made up of Fire Department, Cemetary, Insurance and Road
Improvements, amounting to $81,039; $51,760, $14,050, $5,684 and $9,545, respectively
Future Road Improvement projects will take considerable more funding with reduction of
Oceana County Road Commission percentage The Fire Department expenses remains at our
original approved millage level and we expect this to maintain in the near future.

General Fund Budgetary Highlichts

Over the course of the year, the Township Board found it necessary to amend the budget to take
into account events during the year The Board under-expended on Road Improvements with
the proposed increase per mile to the Township

Capital Asset and Debt Administration

At the end of March 31, 2007, the Township had $107,544 invested in capital assets, including
land, buildings, and equipment In addition, the Township reduced expenses and increased
reserves for future projects within the Township These assets are reported i the Township's

financial statements

Economic Factors and Next Year's Budgets and Rates

The Township's budget for fiscal year 2007 calls for a small increase in property taxes due to the
limited allowed property value increases (the lesser of inflation or 5%) The Township also
projects that state shared revenue will decrease slightly. General Fund expenditures were
budgeted for 14% decrease from the previous budget



Contacting the Township's Management

This financial report is intended to provide our citizens, taxpayer's customers and mvestors with
a general overview of the Township's finances and to show the Township's accountability for the
money 1t receives. 1f you have questions about this report or need additional information, we
welcome you to contact the clerk's office



Newfield Township, Michigan

Statement of Net Assets

Governmental
March 31, 2007 ' Activities
Assets
Cash and cash equivalents $256,389
Capital assets, net {(Note 3) 107,544
Total Assets ' $363,933
Liabilities
Long-term debt (Note 4)
Note payable - due within one year $§ 1,175
Note payable - due in more than one year 2,498
Total Liabilities ' 3,673
Net Assets
Invested in capital assets - net of related debt 3$103,871
Restricted for Permanent Fund - nonexpendable 5,968
Unrestricted 250,421
Total Net Assets $ 360,260

The accompanying notes are an integral part of this statement



Newfield Township, Michigan

Statement of Activities

Program Revenues

Charges for ~ Governmental

Year ended March 31, 2007 Expenses Services Activities
Primary Government
General government § (97,199 $ 760 $ (96,439)
Public safety (62,434) 13,008 (49,426)
Public works (22.890) - (22,890)
Culture and recreation (4,419) - (4,419)
Unallocated depreciation (5,642) - (5,642)
Debt service - interest (348) - (348)
Total Primary Government $(192,932) $ 13,768 (179,164)
General Revenues
Property taxes 119,335
(rants and contributions 129,996
Unrestricted investment earnings 2,303
Miscellaneous 14,421
Total General Revenues 266,055
Change in Net Assets 86,891
Net Assets — April 1, 2006 273,369
Net Assets — March 31, 2007 $ 360,260

The accompanying notes are an integral part of this statement



Newfield Township, Michigan

Governmental Funds

Balance Sheet

Other Jotal
General Governmental Governmental
March 31, 2007 Fund Funds Funds
Assets
Cash and investments $250,421 $ 5968 $256,389
Liabilities and Fund Balances
Fund Balances
Reserved for perpetual care $ - $ 5,968 $ 5,968
Unreserved 250,421 - 250,421
Total Fund Balances 250,421 5,968 256,389
Total Liabilities and Fund Balances $250,421 $ 5,968

Capital assets used for governmental activities are not current financial
resources and therefore are not reported in the Governmental Funds
Balance Sheet _ 107,544

Long-term labilities are not due and payable in the current period and
therefore they are not reported in the Governmental Funds Balance
Sheet (3,673)

Net Assets of Governmental Activities $360,260

The accompanying nofes are an integral part of this statement.
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Newfield Township, Michigan

Governmental Funds

Statement of Revenue, Expenditures and Changes in Fund Balances

Other Total
Governmental Governmental
Year ended March 31, 2007 General Fund Funds Funds
Revenues
Property taxes $119,335 3 - $119,335
State revenue sharing 129,996 - 129,996
Licenses and permits 760 - 760
Charges for services 13,008 - 13,008
Interest 2,303 - 2,303
Other 14,421 - 14,421
Total Revenue 279,823 - 279,823
Fxpenditures
Township board 10,818 - 10,818
Supervisor 9,628 - 9,628
Elections 4,556 - 4,556
Fire coverage 51,760 - 51,760
Assessor 30,416 - 30,416
Township clerk 11,861 - 11,861
Board of review 1,129 - 1,129
Township treasurer 23,107 - 23,107
Township hall and grounds 2,478 - 2,478
Cemetery 14,050 - 14,050
Zoning administrator 4,288 - 4,288
Zoning board 2,073 - 2,073
Road improvements §,545 - 9,545
Street lighting 1,130 - 1,130
Parks and recreation 90 - 90
Insurance and bonds 5,684 5,684
Resident services 4,329 - 4,329
Debt service 4382 - 4382
Interest 348 - 348
Total Expenditures 191,672 - 191,672
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Newfield Township, Michigan

Governmental Funds

Statement of Revenue, Expenditures and Changes in Fund Balances

Other Total

Governmental Governmental

Year ended March 31, 2007 General Fund Funds Funds
Excess of Revenues Over Expenditures $ 83,151 $ - $ 88,151
Fund balance - April 1, 2006 162,270 5,968 168,238
Fund balance - March 31, 2007 $250,421 $ 5,968 $256,389

The accompanying notes are an integral part of this statement.
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Newfield Township, Michigan

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year ended March 31, 2007

Net Change in Fund Balances — Total Governmental Funds $ 88151

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report outlays for capital assets as expenditures; in the
Statement of Activities, these costs are depreciated over their
estimated useful lives
Depreciation expense (5,642)

Repayment of principal on long-term debt is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities
in the Statement of Net Assets. 4,382

Change in Net Assets of Governmental Activities $ 86,891

The accompanying notes are an integral part of this statement
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Newfield Township, Michigan

Statement of Net Assets - Fiduciary Funds

Agency Fund

Tax

_ Collection

March 31, 2007 Fund

Assets

Cash and investments $ 1,391
Liabilities

$ 1,391

Due to other governments

The accompanying notes are an integral part of this siatement.
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Summary of
Significant
Accounting
Policies

Newfield Township, Michigan

Notes to Financial Statements

Reporting Entity

Newfield Township, Michigan (the "Township") was established
pursuant to Public Acts 33 and 57 of 1951 The purpose of the
organization is to provide government for Newfield Township. The
Township is governed by a Board whose membership 1s comprised
of a supervisor, clerk, treasurer and trustees elected by general
election in the township

The financial statements of the township include those of separately
administered organizations that are controlled by or dependent on
the township The criteria for including organizations within the
township's teporting entity, as set forth in GASB No. 14 "The
Reporting Entity", is financial accountability  Control or
dependence is determined on the basis of budget adoption, taxing
authority, funding and appointment of the governing boards. Based
upon the above criteria, there are no other organizations included in
these financial statements.

Government-Wide and Fund Financial Statements

The government-wide financial statements (ie, the Statement of
Net Assets and the Statement of Activities) report information on all
of the activities of the Newfield Township

The Statement of Activities demonstrates the degree to which the
direct expenses of providing township services are offset by the
revenues designated to fund those services.

15



Newfield Township, Michigan

Notes to Financial Statements

Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of
accounting Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenue in the
year in which they are levied Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenue is recognized as soon as it is
both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough
thereafter to pay labilities of the current period. For this purpose,
the Township considers revenues to be available if they all collected
within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual
accounting. |

State-shared revenue and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have
been recognized as revenue of the current fiscal period, when
applicable. All other revenue items are considered to be available
only when cash is received by the Township.

The various funds are presented in these financial statements as
follows:

General Fund - This fund is used to account for all financial
transactions not accounted for in another fund, including the
general operating expenditures of the Township.

16



Newfield Township, Michigan

Notes to Financial Statements

Capital Assets

Capital assets, which include property and equipment, are reported
in the Statement of Net Assets column in the government-wide
financial statements. Capital assets are defined by the Township as
assets with an initial individual cost of $1,000 or more and an
estimated useful life in excess of two vears Such assets are
recorded at historical cost or estimated historical cost. Donated
capital assets are recorded at estimated fair market value at the date
of donation.

Property and equipment is depreciated using the straight-line method
over the following useful lives:

Buildings 40 years
Equipment 3 - 10 years

Budgets and Budgetary Accounting

As mandated by PA 621 of 1978, all township funds are required to
be under formal budgetary control Budgets shown in the financial
statements for these funds were prepared on a basis not significantly
different from the modified accrual basis used to reflect actual
results and consist only of those amounts contained in the formal
budget approved and amended by the township board

The budget is prepared by the Township Treasurer, together with
the Township Clerk. The budget is then presented to the Township
Board for approval

17



Newfield Township, Michigan

Notes to Financial Statements

Encumbrances

Encumbrance accounting under which purchase orders, contracts,
and other commitments for the expenditure of monies are recorded
in order to reserve that portion of the applicable appropriation, is
not employed by the Township.

Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make
estimates and assumptions that affect certain reported amounts and
disclosures. Actual results could differ from those estimates

Donations

All donations are considered to be available for untestricted use
unless specifically restricted by the donor. All non-cash donations
are recorded at their estimated fair market value as of the date of the
contribution.

Cash Equivalents
The Township considers all short-term investments with an original
maturity of three months or less to be cash equivalents.

Froperty Taxes

The Township is responsible for assessing, collecting, and
distributing property taxes in accordance with enabling state
legislation Property taxes become a lien on the first day of the levy
year and are due before February 14 The Township uses December
1 as its levy date and December 31 as its lien date

18
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Newfield Township, Michigan

Notes to Financial Statements

Post-Employment Benefit Plans

The Township has no defined pension or post-employment benefit
plan as of March 31, 2007

Compensated Absences

The Township had no accunulated unpaid compensated absences at
March 31, 2007,

Michigan Compiled Laws authorizes the Township to make deposits
and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations which have an office in Michigan.
The Township's investment policy permits investments in bonds,
securities and other direct obligations of the United States or any
agency or instrumentality of the United States; repurchase
agreements; bankers' acceptance of United States banks; commercial
paper rated within the two highest classifications which mature not
more than 270 days after the date of purchase; obligations of the
State of Michigan or its political subdivisions which are rated as
investment grade; and investment pools organized under the surplus
funds investment pool act or the local government investment pool
act

At year-end, the Township's deposits were reported in the basic
financial statements in the following categories:

Governmental Fiduciary
Activities Funds
Cash and Cash Equivalents $256,389 $ 1,391
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Newfield Township, Michigan

Notes to Financial Statements

The bank balance of the Township's deposits 1s $§717,900, of which
$135,968 is covered by federal depository insurance, $581,932 is
uninsured and uncollateralized

3. Capital Assets Capital assets activity of the Township for the period ended
March 31, 2007 was as follows:

Balance Balance
April 1, March 31,
2006 Additions Deletions 2007
Governmental Activities
Capital assets not depreciable:
Land $ 10,000 $ -8 $ 106,000
Capital assets being depreciated:
Buildings 125,700 - - 125,700
Equipment 25,090 - - 25,090
Subtotal 150,790 - - 150,790
Less accumulated depreciation for:
Buildings (37,415)  (3,133) - (40,548)
Equipment (10,189)  (2,509) - (12,698)
Subtotal (47,604)  (5,642) (53,246)
Governmental Activities Total Capital
Assets - Net of Depreciation $113,186 § (5,642) § - $107,544

Depreciation expense was charged to programs of the primary government as follows:

Governmental Activities - Unallocated $5,642

20



Newfield Township, Michigan

Notes to Financial Statements

4. Long-term
Liabilities

Long-term liabilities consist of two obligations to banks for various
equipment purchases The obligations are unsecured. The full
faith and credit of the Township is pledged for their repayment

The activity for the period ended March 31, 2007 can be
summarized as follows:

Due

Interest Principal Beginning  Additions Ending Within

Governunental Activities Rate Matures Balance (Reduction) Balance One Year
Equipment loan 4 35% April2006 $ 3,255 § (3,255 § - % -
Eguipment loan 4 13% August 2009 4,800 (1,127) 3,673 1,175
$ 3,673 § 1,175
Annual debt service requirements to maturity for the above

obligations are as follows:
Governmental Activities

Year ending March 31, Principal Interest

2008 $ 1,175 $ 152

2009 1,224 104

2010 1,274 53

$ 3,673 § 309
5. Risk The Township participants in a public official bond plan provided
Management by Michigan Township Participating Plan, and a workman

compensation plan provided by the Accident fund of Michigan. As
of March 31, 2007 there were no known claims against the
Township
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Information
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Newfield Township, Michigan

Budgetary Comparison Schedule - General Fund

Original Final
Year ended March 31, 2007 Budget Budget Actual
Revenues
Property taxes $108,050 $108,050 $ 119,335
State revenue sharing 128,000 128,000 129,996
Licenses and permits 500 500 760
Charges for services 11,300 11,300 13,008
Interest - 1,000 1,000 2303
Other 2,600 2,600 14,421
Total Revenues 251,450 251,450 279,823
Expenditures ' :
Township board 8,500 11,000 10,818
Supervisor 10,200 10,200 9,628
Elections 5,500 5,500 4,556
Fire coverage 50,400 51,760 51,760
Assessor 30,000 30,416 30,416
Township clerk 12,200 12,200 11,861
Board of review 1,500 1,500 1,129
Township treasurer 20,000 23,108 23,107
Township hall and grounds 7,500 7,500 2,478
Cemetery 18,700 18,781 14,050
Zoning administrator 4,500 4,500 4,288
Zoning board 3,000 3,073 2,073
Road improvements 50,000 50,000 9,545
Street lighting 1,400 1,400 1,130
Parks and recreation 2,000 2,000 90
Insurance and bonds 6,000 6,000 5,684
Resident services 4,500 4,500 4329
Technology reserve 3,000 3,000 -
Unallocated 12,550 5,012 .
Debt service - - 4,382
Interest - - 348
Total Expenditures 251,450 251,450 191,672
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Newfield Township, Michigan

Budgetary Comparison Schedule - General Fund

Original Final
Year ended March 31, 2007 Budget Budget Actual
Excess of Revenues Under Expenditures 5 - - 3 - $ 88,151
Fund balance - April 1, 2006 162,270 162,270 162,270
Fund balance - March 31, 2007 $§ 162,270 $162,270 § 250,421
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To the Members of the August 24, 2007
Newficld Township Board of Trustees

In planning and performing our audit of the financial statements of Newfield Township,
Michigan as of and for the year ended March 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered Newfield Township,
Michigan’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Township’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Township’s internal
control.

Qur consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified
certain deficiencies in internal control that we consider to be significant deficiencies and other
deficiencies that we consider to be material weaknesses

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or tepott financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control. We believe that the following deficiencies constitute significant
deficiencies.

The American Institute of Certified Public Accountants {AICPA) has issued Statement on
Auditing Standards No. 99, Consideration of Fraud in a Financial Statement Audit. This
statement requires the independent auditor to perform additional procedures that are intended to
reduce the risk that material fraud may go undetected. You should be aware that, while these
additional procedures may reduce the risk of material undetected fraud, they do not eliminate
risk. It is management’s responsibility to design and implement programs and controls to
prevent, deter and detect fraud. During our audit of the Township, we noted that there was no
documented fraud prevention policy in place.



Newfield Township
Board of Trustees -2- August 24 2007

Invoices processed by the Township Cletk/Deputy Clerk are not currently being reviewed by a
member of management or the Township Board. Although the check register is reviewed and
approved by the Township Board, corresponding invoices are not being reviewed for accuracy
and approved in writing. In addition, invoices are not currently being stamped paid or otherwise
cancelled after payment.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control. We believe that the following
deficiencies constitute material weaknesses.

The Township does not have procedures in place to prepare financial statements and related
disclosures in accordance with U.S. generally accepted accounting principles. This includes
procedures to maintain a trial balance and to record and adjust receivables, payables and other
balance sheet accounts on a monthly and year-end basis. In addition, capital asset and
depreciation schedules are not being maintained by the Township. Township accounts are also
not being maintained in conformity with the Uniform Chart of Accounts for Counties and Local
Units of Government in Michigan under the authority of PA2 of 1968

This communication is intended solely for the information and use of management, the Board of
Trustees of Newfield Township, and the State of Michigan Department of Treasury, and is not
mntended to be, and should not be, used by anyone other than these specified parties.
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